Farm Credit Administration

Subpart D—Voluntary Liquidation

627.2795 Voluntary liquidation.
627.2797 Preservation of equity.

AUTHORITY: Secs. 4.2, 5.9, 5.10, 5.17, 5.51, 5.58
of the Farm Credit Act (12 U.S.C. 2183, 2243,
2244, 2252, 2277a, 2277a-T7).

SOURCE: 57 FR 46482, Oct. 9, 1992, unless
otherwise noted.

Subpart A—General

§627.2700 General—applicability.

The provisions of this part shall
apply to conservatorships, receiver-
ships, and voluntary liquidations.

[63 FR 5724, Feb. 4, 1998]

§627.2705 Definitions.

For purposes of this part the fol-
lowing definitions apply:

(a) Act means the Farm Credit Act of
1971, as amended.

(b) Farm Credit institution(s) or institu-
tion(s) means all associations, banks,
service corporations chartered under
title IV of the Act, the Federal Farm
Credit Banks Funding Corporation, and
the Farm Credit System Financial As-
sistance Corporation.

(c) Conservator means the Farm Cred-
it System Insurance Corporation act-
ing in its capacity as conservator.

(d) Insurance Corporation means the
Farm Credit System Insurance Cor-
poration.

(e) Receiver means the Insurance Cor-
poration acting in its capacity as re-
ceiver.

§627.2710 Grounds for appointment of
conservators and receivers.

(a) Upon a determination by the
Farm Credit Administration Board of
the existence of one or more of the fac-
tors set forth in paragraph (b) of this
section, with respect to any bank, asso-
ciation, or other institution of the Sys-
tem, the Farm Credit Administration
Board may, in its discretion, appoint a
conservator or receiver for such insti-
tution. After January 5, 1993, the Insur-
ance Corporation shall be the sole enti-
ty to be appointed as conservator or re-
ceiver.

(b) The grounds for the appointment
of a conservator or receiver for a Sys-
tem institution are:

§627.2710

(1) The institution is insolvent, in
that the assets of the institution are
less than its obligations to creditors
and others, including its members. For
purposes of determining insolvency,
““‘obligations to members’’ shall not in-
clude stock or allocated equities held
by current or former borrowers.

(2) There has been a substantial dis-
sipation of the assets or earnings of the
institution due to the violation of any
law, rule, or regulation, or the conduct
of an unsafe or unsound practice;

(3) The institution is in an unsafe or
unsound condition to transact busi-
ness, including having insufficient cap-
ital or otherwise. For purposes of this
regulation, ‘“‘unsafe or unsound condi-
tion” shall include, but shall not be
limited to, the following conditions:

(i) For banks, a net collateral ratio
below 102 percent.

(i) For associations, a default by the
association of one or more terms of its
general financing agreement with its
affiliated bank that the Farm Credit
Administration determines to be a ma-
terial default.

(iii) For all institutions, permanent
capital of less than one-half the min-
imum required level for the institu-
tion.

(iv) For all institutions, a total sur-
plus ratio of less than 2 percent.

(v) For associations, stock impair-
ment.

(4) The institution has committed a
willful violation of a final cease-and-
desist order issued by the Farm Credit
Administration Board; or

(5) The institution is concealing its
books, papers, records, or assets, or is
refusing to submit its books, papers,
records, assets, or other material relat-
ing to the affairs of the institution for
inspection to any examiner or to any
lawful agent of the Farm Credit Ad-
ministration Board.

(6) The institution is unable to make
a timely payment of principal or inter-
est on any insured obligation (as de-
fined in section 5.51(3) of the Act)
issued by the institution individually,
or on which it is primarily liable.

[51 FR 32443, Sept. 12, 1986, as amended at 54
FR 1148, Jan. 12, 1989. Redesignated and
amended at 46487, Oct. 9, 1992; 63 FR 39229,
July 22, 1998]
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